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THE IMPORTANCE OF THE PUBLIC INTEREST 

EDWIN R. A. SELIGMAN 
McVickar Professor of Political Economy, Columbia University 

THE topic of the final session is "The Railroads and the 
Public." I shall detain you only a few moments by a 
word or two of introduction. This is the culminating 
aspect of our entire deliberations, and it is naturally so because 
whatever may be our particular interests, those of the public 
are the transcendent ones. In fact, if only we appreciated the 
situation thoroughly it would be seen that the ostensible inter- 
ests of each of the three classes with which we have been dealing 
are really public in character, or as is said, affected with a public 
interest. 

Let us take, for instance, the relation of the railroads and the 
shipper which was discussed yesterday. The shipper is indeed 
interested in securing satisfactory rates, but as was made clear, 
those satisfactory rates do not necessarily mean the lowest pos- 
sible rates. A rate which is so low as to spell inefficiency is 
uneconomical and will soon react upon the public interests and 
ultimately upon the interests of the shipper himself. It is for 
that reason that we welcome for the first time in the discussion of 
the railroad problem the advocacy of an adequate rate, not neces- 
sarily of a minimum rate, on the part of the shippers themselves. 
The second session was devoted to "The Railroads and the 
Investor." I prefer that term to that of "The Railroads and 
Their Owners." Last night, in the enthusiasm of their exuber- 
ant exposition, some of the gentlemen spoke of the owners of 
the railroads, meaning the private owners. Of course that is no 
longer the present point of view. The time when a man owned 
a railroad as he owned his shoe factory has gone, never to re- 
turn. In the largest sense of the term it is the public that really 
owns the railroads, even though for purposes of convenience and 
desirability, it may turn over the administration, and perhaps 
even the control, of these arteries of commerce, to private in- 
dividuals. Instead of speaking of private owners we should rather 
speak of the trustees of the public. It is for that reason that I 
welcome the choice of the term "The Railroads and the Inves- 
tor." The investor is indeed entitled to a fair return on his in- 
vestment, but that is a very different thing from saying that the 
private owner of a railway has indefeasible and exclusive rights 
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to their operation. So that here also you see that the real inter- 
ests, even from the point of view of the investor, are the public 
interests rather than the purely private interests. 

Finally this morning we had the pleasure of listening to the 
discussion of the relation of the railroads and labor. From one 
point of view that also represented a class interest, a selfish inter- 
est. We shall never arrive at a solution of the railway problem 
if we look at it only from the point of view of the class or the 
selfish interest. The labor interest, from a higher point of view, 
is also a public interest. In what can the public be more interested 
than in such a satisfactory labor situation as to spell not only 
economy and efficiency in the operation, but also such contentment 
in the great mass of the workers as will redound to the public ad- 
vantage in the broadest sense of the term ? But on the other hand 
if better wages and shorter hours are deemed more important by 
the workers than continuous and satisfactory service, not only 
will the public suffer, but in the end also the workers. 

It is, therefore, for these reasons, that I say we shall never 
reach a solution of the problem that now confronts us in a more 
aggravated form than ever before in our history, if we continue 
to regard it from the separate angles of each selfish and contend- 
ing interest. We find indeed a homage of lip service rendered 
to the higher idea by most of the contending parties. The in- 
vestors say a great deal about their interest in the labor problem ; 
but if they have to choose between adequate returns on their in- 
vestments and low wages, there is not much doubt as to what 
they would choose. And labor does precisely the same thing. 
In the admirable address of Mr. Shea last night we heard some 
entirely sincere sentiments about the need of safeguarding the 
property rights of the investor. But, if it came to a showdown 
between a return to the capital invested and a satisfactory wage 
for the worker, there is little doubt as to what the decision 
would be. 

What I want to point out in conclusion is that whatever our 
final answer may be— and I think this afternoon's deliberations 
will help us to come a little closer to a final decision, because 
this afternoon we are looking at the question, not from the point 
of view of any one of these three contending parties, the shipper, 
the investor or the laborer, but from the angle of the real social- 
economic aspects of the situation as a whole or the wider interests 
of the community — we shall see that in final analysis it is always 
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the public that has to pay. If the shipper is charged a high 
rate, the charges are, in the long run, added to the price 
of the commodities in the hands of the final consumer. If the 
investor does not secure an adequate return on his investment, 
it will necessarily have to be supplemented by some form of pub- 
lic aid. If the capital is not forthcoming, the railroads will not 
be built. We shall need, in addition to the twenty billions of 
capital that we now have, at least another twenty or thirty bil- 
lions, before our railway system can be declared complete. If 
this is to be provided by private individuals, and if the investor 
does not get an adequate return from the rates and fares, it will 
have to come from the public, either in the shape of a guarantee 
of interest or dividends, or in the shape of a definite subsidy to 
make up the deficit. In either case, it is the taxpayer, the public, 
that will ultimately pay. 

So again with the laborer. I think that the working men have 
made one essential and new contribution to the topic. We are 
all pleading for an automatic adjustment of the rate situation so 
that the investor will not be prejudiced. We have not yet worked 
out a plan, under private ownership and management, of an 
automatic adjustment of the wage question. The fears which, 
as we have learned, permeate the railway laborers today are all 
reducible to the lack of any such system of automatic adjust- 
ment. But if we have such an automatic adjustment, and if 
wages continue to rise with the cost of living, here again 
it is the public which must stand the burden. The investor cer- 
tainly cannot do it. The public has got to do it, either through 
increased railway rates or through taxation to meet the deficit. 
And if the Government should finally be compelled to manage 
the railways, with a consequent probability that the profits of 
private management would be dissipated through an in- 
crease of ordinary expenses, we should be confronted by the same 
situation that we find in other forms of Government enterprise. 
We must choose between a higher rate to the shipper, which 
ultimately means increased prices to the consumer, or higher 
levies on the taxpayer. Accordingly, it is quite clear that after 
all it is the public interest which is the paramount interest and 
that all the contending and conflicting demands of supposedly 
antagonistic classes must be reduced to the higher synthesis 
of the public interest. From this point of view I think we shall 
all look forward to hearing the contributions of the day. 
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